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The Organisation for European Economic Co-operation 
(O.E.E.C.) was constituted in Paris on 16th April, 1948. 
Its members are Austria, Belgium, Denmark, France, 
Germany, Greece, Iceland, Ireland, Italy, Luxemburg, the 
Netherlands, Norway, Portugal, Sweden, Switzerland, 
Trieste, Turkey, and the Umited Kingdom. The United 
States and Canada, although not members of the Organ- 
isation, participate in its work. At O.E.E.C.’s headquarters 
at the Chateau de la Muette, Paris, representatives of 
each of these countries meet to discuss their economic 
problems and to work out a common plan of action. It 
has been through O.E.E.C. that the national recovery 
programmes of the Member countries have been co- 
ordinated so as to ensure the most effective use of American 
aid. Among the measures that European countries have 
agreed in O.E.E.C. to adopt, have been the liberalisation 
of trade and payments and the setting up of a European 
Payments Union. 


This Report has been circulated within the O.E.E.C. 
under the symbol C(52)247. 


Published in September 1952 


clea m os iy « 


CONTENTS 


INTRODUCTION 


I. Some facts about recent economic developments 


II. Information on the work of the O.E.E.C. since May 1952 


Annexes JI. 


i 


IEE. 


VI. 


Resolution of the Council on the Mandate of the 
Managing Board of the European Payments Union 


The internal financial situation in Member and 
associated countries 


Comments by the Economic Committee on the 
Report on Internal Financial Stability 


Comments by the Temporary Committee of Minis- 
ters on the Report on Internal Financial Stability 


Second Annual Report of the Managing Board of 
the European Payments Union 


Summary of the Second Report of the Ministerial 
Coal Production Group 


INTRODUCTION 


+ The present survey has been drawn up by the O.E.E.C. for the 
Council of Europe in connection with the resumed Fourth Session of 
the Consultative Assembly. 


x: The first part of the Survey is devoted to information on recent 
economic trends. The information given is not, however, complete, 
as the O.E.E.C. is at present engaged in preparing its Annual Report, 
which, according to a pre-arranged timetable, is due to be ready this 
autumn. Under this programme national memoranda dealing with 
both statistical data and economic policy are due to reach the Organ- 
isation during August ; consequently the examination and discussion 
leading to a general report by the O.F.E.C. will not take place until 
September. 

Pending the publication of the Annual Report which will give 
a complete picture of the economic situation, the O.K.E.C. has 
confined itself to bringing up-to-date the chief tables appearing in its 
previous survey for the Council of Europe and to adding a number of 
very brief comments. 


Le The second part of the Survey gives information on the work 
of the O.F.E.C. since the Third Survey was prepared for the Council 
of Europe and comments on the reply of the Consultative Assembly. 
This second section also contains a number of annexes dealing 
principally with the European Payments Union and the internal 
financial situation of member and associated countries. These 
documents are of particular importance as they deal with serious 
problems at present under review and the Organisation would 
appreciate the views of the Council of Europe on them. 


SOME FACTS ABOUT RECENT ECONOMIC DEVELOPMENTS 


4. In general, there has been no important change in the economic 
situation for several months. ‘There appears to be a slight improve- 
ment in the stability of prices, the recovery of Europe’s trade balance 
and the disequilibrium in the European Payments Union. On the 
other hand, the rate of increase of industrial production is far from 
encouraging and there is no decrease in Europe’s deficit with the 
dollar area. 


Re INDUSTRIAL PRODUCTION — MEMBER COUNTRIES COMBINED 


TABLE I. GENERAL INDICES OF INDUSTRIAL PRODUCTION 
FOR MEMBER COUNTRIES COMBINED 


1948 = 100. 
N 
eee IST 2ND 3RD 4TH 
OTR. OTR. QTR. QTR. 
Ri eA 0 pla 8 cg sae 50" 'a'w ss 120 124 120 £37 
Ue eS ee ee 135 140 130 142 
TQH§Z caves crre re rrereneresevesees 140 139 
Percentage increase 
Cok CO UN lai ae eae 12.5 73.0 8.3 3.6 


Eg 2 8 Sa ee ot, — 0.7 


For the first time since 1947 there has been a fall in the quarterly 
index as compared with the previous year. 


6. INDUSTRIAL PRODUCTION IN INDIVIDUAI, COUNTRIES 


The following table shows the check to the increase in industrial 
production to be almost universal. Member countries are listed in 
the order of their percentage increase during the second quarter of 
1952 as compared with the same quarter of 1051. 


TABLE II. INDUSTRIAL PRODUCTION IN MEMBER 
AND ASSOCIATED COUNTRIES 


Percentage increase or decrease ( — ) 
as compared with the previous year. 


2ND OTR. 1952 1950 

AS COMPARED AS COMPARED 

WITH 2ND OTR. WITH 

1951 1949 
MELIAA yc. c ohieiny cee aes evar ae oe 61 19 
COrIAMY «sci 0 29> nateueelalts sean 4 26 
Hedge: cb vam inca aden degeeuevaee aap 3 I 
DOrway ©. He 7i wie. EO Seaaee I 8 
imeem boure a ois a aes ee ret 
SPPOODE, cc diag a bid -ak wry dota Me a eae 0! 26 
Ttaly: sie taeits 2 did Re ee ol 15 
RPEIANG ea ea ea Nia ote ear eawaas II 
TREY: 2 ds apne its ba 7 Cee ee F a 
Member countries combined .......... — I It 
DATES 0505S 5 wk a'a his a ek aad ane, 10 
BOC CE Soo irs wip ose ce ee ae ee 5 
CRATAUIE | chews ant eee eae Oe ee eee ae ee see Me 7 
sted’ States - sive esi eee ee —,l 13 
Belew sc. Mec ee ee roe ee ee —>5! 2 
United  Keined@my ics Ges ces oo ene — 5 8 
Denmark > 2. esos eee eee — 6 10 
1. April-May only. 

7. CHANGES IN THE COST OF LIVING OR RETA, PRICES 


The improved stability of the last few months is revealed by 
Table III, in which the indices are compared with the figure for the 
last quarter of 1951. It will be observed that in the majority of 
Member countries, prices have not risen since March 1952 or have 
even fallen slightly. The rise in prices in the United Kingdom is 
largely due to the reduction of subsidies on certain consumer goods. 


IO 


TABLE III. CHANGES IN THE COST OF LIVING OR 
RETAIL PRICES 


MARCH 1952 JUNE 1952 
United Kingdom ........ eee eee eeeeees 103 106 
RIMES pees SAT eels ore eae re 104 105 1 
DTT Fee eke cee e edn wens 102 104 
CR PUA SU Glos cu eee eo weiele es 104 104 
ME eect e tn i ews s ee es ecw see 103 104 
eee ois x doin oie iw sissn bo5 85 0% 102 103 ! 
oi oer bis ct say otis dplee ae os oes 105 103 ! 
(te? By aes ag ae ay Se a 106 102 
ch Signa ti ya ar 101 102 ! 
TE Ne yeyine an Kae sh kn deeds IOI 102 ! 
Eales gyn vices veces sae euees IOI tor 2 
pe GS ge a ek eo IOI IOI 
CO dis o.cuyie ls Kaisiele vines 100 IOI 
See ee oan aa IOI 100 
1 ral balan Sg a a 100 100 
REA USG a ers Vin nies ee ks. ce ies iss 100 99 ! 
eR ERIM eho sl Poe eve oS ow alk a Vine 100 98 
LE nea nes ir mal gigs Sain ara ae aia 99 98 
PRR oo tebe Stes Ghd «x eA syeysiain)« Huis oie @ 98 97 
I. May. 
2. April. 


8. TRADE BETWEEN WESTERN EUROPE AND THE REST OF THE WORLD 


The figures for the balance of payments of Member countries 
as a whole during 1951 are not yet available. However, certain 
figures are available for the trade balance of Western Europe 
(excluding overseas territories and associated monetary areas) during 
the first two quarters of 1952. 
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‘TasLeE IV. COMBINED FOREIGN TRADE OF MEMBER COUNTRIES 
WITH NON-MEMBER COUNTRIES 


(Monthly averages) 


$ millions. 
a en PO SN NNN 
1952 1952 


IST 2ND 3RD 4TH IST 2ND 
QTR. OTR. QTR. OTR. | OR. eee 


All non-member countries 


Exportes{i0b) .¢.2s0i hate gene 768 892 918 964) O52, tGaep 
TRIPOFS ACH) ose eee 1,206 1,432 1,415 1,320) 1)4ce neuen 
Trade alan oceanic wees eer — 438 —540 —497 —356|— 462 (—412) 


United States and Canada 


Pee pOCt tO) iss 5 wage ema 188. .. 213 194 188| 186 (164) 
Pnperts Weil) pins oo ade ones 353 462 499 523) Sean 
THQAE Ya ATO on evi aneeeaine oes —165 —250 —305 —340 |—356 (—303) 


South America 


EGGOELS ATGD) sw ideo x il oie cin ee IIA. 44 350. 250) So ae0eueee 
FRIDOTTS AOU) ste en emcee eee 129 177 92 149) ae 
Trade Balance 2.5 e. Perris — 15 — 33 — 42 + I0]/— 12 (+8) 


1. The figures for the 2nd qtr. of 1952 include estimates for Belgium, Norway 
and Sweden. In each case the estimate is based on the figure for April plus twice 
the figure for May. 


There was a very slight improvement in the trade balance with 
all non-member countries during the second quarter of 1952, due 
rather to a fall in imports than to an increase in exports. In point 
of fact, the deficit is lower than that for four out of the five preceding 
quarters. Similarly, the deficit for the first half of 1952 is lower 
than that for each half of 1951. 


QO. The improvement in the trade balance with all non-member 
countries is partly due to a slight improvement in the terms of trade 
during the last few months. 


IO. There was a slight improvement in the balance with the United 
States and Canada during the second quarter of 1952 as compared 
with the first quarter, but the deficit is still much higher than at the 
beginning of 1951. 


I2 


Lc A fall in imports has led to a slight improvement in the 
balance with South America, where Europe has to compete with the 
dollar area both as buyer and seller. 


12. INTRA-EKUROPEAN PAYMENTS 


In recent months, the net balances cleared through the E.P.U. 
have fallen appreciably, reflecting a lessening of the tensions in the 
Union which had been caused by the rapid development of certain 
creditor and debtor positions in the later months of r951 and the 
early months of 1952. ‘Thus, the amounts cleared through the Union 
each month have been as follows : 


Millions of 
units of account. 


REED VG Gls sis vial oho ait ate seeure 209 
TSS) oe ag di pp re marie as Ree Sar 123 
rN Et ag lene a ay PORE a gl 
DARA oc eo aici. Sh afSla: Stas xi 105 
UT Mii at) Gy i etingss « hac eraishbeswbi's 141 
ATG eae Ara eee so ein « 132 
TLE re ea) ood howe ee 267 


This reduction in the monthly balances settled through the Union 
is no doubt due to the import restrictions which extreme debtors 
have been compelled to maintain. 
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II 


INFORMATION ON THE WORK OF THE 0O.E.E.C. 
SINCE MAY, 1952 


INTERNAL FINANCIAL STABILITY 


Hz: The Council of the O.E.E.C. has expressed the view — also 
put forward by the Consultative Assembly itself in its reply to the 
Third Survey — that the Managing Board of the European Payments 
Union should have the right to examine the position of a Member 
country whenever necessary. Appropriate provision for dealing with 
this matter was made in a resolution of rath May, 1952, which 
appears in Annex I. 


14. The Council of the O.K.E.C. agrees with the Consultative 
Assembly that “ it is quite clear from the experience of recent years 
that an essential pre-requisite for the development of international 
trade is the internal financial stability of participating States ”, and 
that “ it is in the interests of all States that each should maintain its 
internal financial stability ”. 


a The O.E.E.C. has made a fourth review of the internal 
financial situation of certain Member and associated countries. 
The review was carried out by a group of independent experts 
who examined the main features of the present financial situation 
and recommended certain general remedies ; they gave particular 
attention to the problems of the United States, the United Kingdom, 
France and Belgium. 

Their report is given in Annex II to this Survey while the 
comments of the Economic Committee of the O.E.E.C. appear in 
Annex III. This report was considered by a temporary Committee 
of Ministers which in turn made brief comments (see Annex IV). 
Member and associated countries have been requested to submit by 
20th September any comments they may wish to make on the Report 
of the Independent Experts and on any action which they propose 
to take on the recommendations in that document. 
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EUROPEAN PAYMENTS UNION 


16. In its Third Survey for the Council of Europe, the O.E.E.C. 
reported that the problem of how the European Payments Union 
could be improved and adapted to meet the difficulties which had 
arisen during the year 1951, was being actively considered by the 
Organisation. 


i. On the 30th June, 1952, the Council took a series of decisions 
prolonging the operation of the European Payments Union for a 
further twelve months until the 30th June, 1953. ‘These decisions 
had two main purposes. The first was to provide for the special 
treatment of the surpluses of two Member countries which had 
exceeded their quotas in the Union, namely the Belgo-Luxembourg 
Economic Union and Portugal, and to provide further for the 
settlement of surpluses which these countries and certain other 
countries which may become extreme creditors during the course 
of the year 1952-53 may incur. ‘The second purpose was to ensure 
that the Union’s fund of gold and dollars would be sufficient in all 
probable circumstances to meet the fluctuations which might occur 
during the year. Full details of the arrangements made for the 
settlement of the past and future surpluses of extreme creditors will 
be found in the Second Annual Report of the Managing Board of the 
E.P.U. which is attached as Annex V to the present Survey. 


18. Briefly, they involve the repayment or consolidation of a part 
of the credits previously extended to the Union, and the acceptance 
by certain creditor countries of supplementary tranches in their 
quotas which, if used, will be settled on the basis of 50 % gold and 
50 % credit. The problem of the insufficiency of the convertible 
assets of the Union was met by requiring debtor countries to pay 
higher proportions of gold than previously in the early tranches of 
their quotas, although the proportion of gold paid by a debtor which 
uses the whole of its quota remains at 4o %. 


IQ. It is confidently expected that these arrangements will enable 
the Union to continue to function effectively during the year 1952-53, 
and the Managing Board has already under consideration the question” 
of the modifications which should be made in order that the Union 
should be able to continue to fulfil its functions after the 30th June, 
1953. 


INTRA-EUROPEAN TRADE 


20. The development of intra-European trade has been heavily 
overshadowed by the severe restrictions on imports which two of 
the largest trading countries, France and the United Kingdom, have 
been forced to maintain. ‘The Steering Board for trade and other 
Committees of the O.E.E.C. have kept the situations of those countries 
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under continuous review. Although the measures which have been 
taken to curb inflationary tendencies and to restore equilibrium in 
their balance of payments have already begun to have discernible 
effects, it is clear that some months must still elapse before these 
countries will be able to re-introduce, on a substantial scale, the 
measures of liberalisation which they have suspended. Although 
the restrictions, either total or partial, applied by France and the 
United Kingdom have imposed heavy burdens on their partners 
in Europe, it is noteworthy that other members have been able to 
maintain their levels of liberalisation and that some have been able 
to make further relaxations in their own import restrictions and thus 
to continue progress towards the goal of complete trade liberalisation. 


21. The countries which have at present liberalised at least 75 % 
of their private imports from Member countries are : Germany, 
B.L.E.U., Netherlands, Ireland, Italy, Norway, Portugal, Sweden 
and Switzerland. 


aa The Organisation is continuing its efforts in the field of 
liberalisation of trade, and, in particular, is seeking ways and means 
of assisting France and the United Kingdom to restore equilibrium 
in their balances of payments and of mitigating, insofar as possible, 
the damage to other members which the restrictions maintained by 
those countries necessarily entail. 


MANPOWER 


244 With regard to the manpower position which has been a 
matter of particular concern to the Consultative Assembly of the 
Council of Europe, the Working Party of the Manpower Committee, 
in accordance with the Ministerial Declaration on the expansion of 
production (see Third Report, Annex 1) is continuing its work with 
a view to relaxing restrictive rules, formalities and other obstacles 
to the free movement of labour in Member countries. The Organisa- 
tion is also dealing with problems connected with workers’ accommo- 
dation and the most efficient use of skilled workers. 


CoAL 


24. During the last few weeks the Ministerial Coal Production 
Group has completed its Second Report on Coal Production; this 
Report was adopted by the Group at its meeting in London on 28th 
July and will be submitted to the Council at Ministerial level at its 
next meeting. The main points of their report are reproduced in 
Annex VI. 


a5. The report maintains the view previously expressed that by 
the end of 1953 it will be possible, if a determined effort is made, 
for Europe to satisfy all its own requirements. Imports of American 
coal would then only be justified on grounds of quality. 
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OTHER QUESTIONS ARISING OUT OF THE REPLY OF THE ASSEMBLY TO THE 
THIRD SURVEY 


26. The Council of Europe will have found that the foregoing 
paragraphs, whether dealing with financial stability, the E.P.U. or 
coal production, echo the various points raised in the reply of the 
Consultative Assembly to the Third Survey which the Organisation 
noted with particular interest. 


ya With the exception of the question of trade between Western 
and Eastern Europe, the other questions referred to in the Consultative 
Assembly’s reply are either at present being studied by the Organ- 
isation or will be dealt with in the annual report now being prepared 
on the economic situation and prospects of Member countries, the 
United States and Canada. 


28. The development of dollar saving or dollar earning production 
in Metropolitan Europe and the Overseas Territories, is one of the 
constant preoccupations of the O.E.E.C. which has concentrated its 
action in this field more particularly on the two types of production 
with which the Assembly was most concerned, i.e. agriculture and 
coal. 


20. The question of the financing of investments is being studied 
by a Working Party of the Council ; in this connection the Organi- 
sation notes with interest the view of the Assembly that “ now that 
the various Specialised Authorities are taking shape one after another, 
it is important that the allocation of capital to different sectors of the 
European economy should be governed by a broad view of its 
needs ”. 


30. The Assembly suggests that the restoration of convertibility 
“can only be permanently achieved by co-ordinating the monetary 
policies of all Member countries of the E.P.U.”. Both the Second 
Annual Report of the Managing Board of the E.P.U. (Annex V) and 
the Report on the Internal Financial Situation by the group of 
independent experts (Annex ITI) contain observations on the question | 
of restoring convertibility. On 25th July, 1952, the Council of the 
O.E.E.C. instructed the Managing Board of the E.P.U. to make a 
preliminary survey of the questions and problems which would arise 
in connection with current payments if the convertibility of currencies 
were restored and to report to the Council. 


27° Finally, as regards obstacles to European exports to the United 
States, there is no doubt, as pointed out by the Assembly, that any - 
increase in American Customs duties would “ seriously jeopardise the 
interests of Europe and the balance of world trade ” 


cee The O.E.E.C. is confident that the exchange of views between 
the Council of Europe and itself on these and other questions will 
continue to prove of great benefit. 
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ANNEX I 


Resolution of the Council 
on the mandate of the Managing Board 
of the European Payments Union 


This document has been circulated within the O.E.E.C. 
under the symbol C (52) 121 Final 


SORRM 
a Hl di ma 


RESOLUTION OF THE COUNCIL 
OF 9th MAY, 1952 


AMENDING THE RESOLUTION OF THE COUNCIL 


OF 18th AUGUST, 1950, 


ON THE MANDATE OF THE MANAGING BOARD 


OF THE EUROPEAN PAYMENTS UNION 


THE Council decides : 


The Managing Board shall have the following duties and 


powers : 


1) 


ii) 


iii) 


to consider the position of any Contracting Party, whether 
it be creditor or a debtor country, as soon as, in the opinion 
of the Managing Board, the position of the country concer- 
ned is such that a critical situation may develop, or if, in 
the opinion of the Board, the satisfactory operation or the 
state of the assets of the Union require it, and to report to 
the Council if it so decides ; 

in particular, to undertake this examination when the posi- 
tion of a country in the Union fluctuates considerably in 
relation to the size of its quota or in such a way as to cause 
difficulties for other Contracting Parties ; 


when the Managing Board proposes or is required to report 
to the Council on the position of a country, in accordance 
with sub-paragraphs 7) or zi), to invite the Contracting Party 
concerned to appoint experts, who could set forth the 
situation of that country to the Board before it makes its 
report. 


ANNEX III 


Comments by the Economic Committee 
on the Report 
on Interna! Financial Stability 


This document has been circulated within the O.EE.C. 
under the symbol C (52) 206 
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COMMENTS BY THE ECONOMIC COMMITTEE 
ON THE REPORT ON INTERNAL FINANCIAL STABILITY 


x! In accordance with Council Resolution of 29th March, the 
Economic Committee has considered the Report by Working Party 
No. 6 of the Council on the Internal Financial Situation in Member 
countries, the United States and Canada. 


ai In determining the scope and content of its commentary, the 
Economic Committee has been conscious of a number of special 
circumstances which have tended to complicate the task entrusted 
to it by the Council. Thus, the Report has been prepared by a group 
of independent experts, and the Ministers to whom the Report is 
specifically addressed have yet to consider it. ‘The Economic 
Committee did not consider it appropriate, therefore, to anticipate 
possible Ministerial comments, particularly on the experts’ appraisal 
of the financial position of the countries selected for special study. 
On the other hand, the Economic Committee has recognised that 
its examination of the Report provided a convenient opportunity for 
a general exchange of views and in particular enabled those Delega- 
tions not represented on the Ministerial Group to express their 
opinions. ‘The Economic Committee has concluded that it can be of 
most help to Ministers in drawing their attention to the main points, 
largely of a general character, which have been made by different 
Delegations in the course of its examination of the experts’ Report. 


a The Economic Committee is of the opinion that the Report of 
the experts represents a most valuable and lucid contribution to the 
difficult and complicated subject of internal financial stability, and, 
in particular, in timely emphasis on aspects of policy which the 
experts believe to have been neglected. It might be argued that the 
experts have tended to take too narrow a view on their subject, 
concentrating as they did on the relation between internal financial 
policy in the strict sense and the external balance of payments 
disequilibrium and, within financial policy, primarily on monetary 
policy. Some limitation of the field of enquiry was in any case 
unavoidable given the time available. Moreover, the Economic 
Committee fully appreciates the reasons which prompted the experts 
to concentrate on one aspect of their terms of reference. 


4. The Economic Committee’s commentary falls into three parts. 
First, it discusses some of the main issues raised and the conclusions 
drawn in the report itself. Next it deals with a number of issues, 
which, because of the restraints imposed upon themselves by the 
experts, could not be dealt with in any detail but which nonetheless 
have a direct bearing on the problem of internal financial stability. 
Finally, the Economic Committee has thought it useful to point out 
that the forthcoming annual report will provide the opportunity for 
setting the problem of internal financial stability against a wider 
background of the complex of short and long-term major economic 
problems which are likely to confront member and associated govern- 
ments during the coming years. 


5. In their discussion of the relative merits of the different weapons 
available to governments in their fight against inflation, the experts 
have pointed out that monetary policy has been unduly neglected in 
the past, and it is for that reason that they dwell in their report more 
on monetary policy than on other measures. The Economic Com- 
mittee appreciates the reasons for this judgment and fully agrees 
that where inflation is active in a country, fiscal policy and direct 
controls will usually be inadequate in bringing about the required 
degree of disinflation. Indeed, it is the view of the Economic 
Committee that monetary policy is also an important instrument in 
countries where a deflationary movement is active. All three 
measures — monetary, fiscal and direct controls — have their part 
to play and in practice the problem presents itself as one of emphasis 
and the proper combination of these measures having regard to the 
conjuncture of conditions prevailing at the time and to the objectives 
which governments have set themselves. The experts recognise the 
problem when they say in paragraph 78 of their report “ that they 
do not believe monetary policy is always a sufficient instrument of 
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policy ”. 


6. It is perhaps enough to point to the dollar shortage, the effects 
of which are being experienced by all countries in Western Europe 
although their monetary policies differ widely, or to the problems 
created by the need to devote additional resources to defence two 
problems which have been given in sufficient weight in the report. 
For both these problems have specific impacts. They create special 
strains on particular sectors of the economy so that in the re- 
distribution of resources required to meet the objectives of dollar 
viability and increased defensive strength it is necessary to employ, 
in conjunction with the more general weapons of monetary policy, 
measures of a selective nature including a more selective use of 
monetary controls themselves. 


ra The experts have stated that in any attempt at economic 
stabilisation one of the most important things is to be able to check 


small disturbances before the disequilibrium has become serious, and 
in this connection they discuss the relative merits of different 
instruments of policy. But whatever may be the advantages and 
disadvantages of any one of these instruments for facilitating speedy 
corrective action, an equally important aspect of the question, not 
developed in the experts’ report, is the need for speedy and accurate 
diagnosis of any emerging disequilibria or economic change. Faced, 
for example, with a situation in which the demand for the products of 
a particular industry is falling, it is of the greatest importance to 
know whether this indicates a major slump or whether it indicates a 
structural change in demand, for the corrective action and therefore 
the instruments of policy required to prevent the one may be quite 
different from those required to mitigate the other. The view has 
been expressed in the Economic Committee that divergencies regarding 
diagnosis are as significant as those relating to the correct policy 


to apply. 


8. On the particular question of the relative merits of different 
policies, once diagnosis has been made, the Economic Committee is 
impressed with the extent to which the efficacy of one or other policy 
will vary from country to country, due to a whole series of historical, 
legal, political and economic circumstances. Different economies do 
not react in the same way, or with the same speed, to the same 
economic policies. It is therefore extremely difficult to make any 
valid generalisations in this field, and differences of opinion on the 
suitability of one form of economic control rather than another may 
legitimately be held. The experts, for example, favour monetary 
policy and argue against the view prevalent in some quarters that 
rapidity of adaptation can best be secured by direct controls and in 
particular by the quantitative regulation of imports, save in cases of 
emergency, though it is not entirely clear how such cases are to be 
defined. ‘The Economic Committee has not attempted to debate this 
general issue again. 


QO. In their discussion of rates of exchange the experts say that 
“in certain countries price structures are now so inappropriate to 
present rates of exchange that it would be unwise to expect the 
situation to be righted by internal financial policy alone ”. ‘The 
experts refer to movements in the cost of living and wages in different 
countries. Such movements are, of course, very relevant to the 
question of exchange rate adjustment.But many other considerations 
are equally relevant in this difficult and complex field. 


10. Difficulties with liberalisation of trade, the aggravation of the 
payments problem within E.P.U., and the need for internal financial 
stability if the five-year expansion programme is to be completed 
were all issues very much in the minds of Ministers when they asked 
the experts to enquire into the internal financial situation of Member 


countries : and these problems appear in the considerations set out 
with the terms of reference of the expert group. As already stated, 
the experts decided, for good reasons, to devote most of their time 
to the more narrow relationship between internal finances and balance 
of payments disequilibrium and within this narrower field to a 
discussion chiefly of the role of monetary policy. These other issues 
are, however, very pressing and very relevant also to a consideration 
of the policies which government should follow in the pursuit of their 
various economic objectives. Although the experts could not, in the 
time available, go very deeply into this subject, they have expressed 
some opinions. ‘They believe very strongly, for example, that the 
maintenance of production depends essentially upon policies which 
maintain internal and external equilibrium. ‘Thus in the long run 
they see no incompatibility between the objectives of increased 
production and the objective of financial stability ; they regarded the 
latter as a condition of the former. ‘This is undeniable ; but it is 
nonetheless true, as the experts recognised, that in the short term 
there may very well be a difficult choice between maximising 
production and employment, and the effetcts of applying one rather 
than another means for maintaining internal financial stability at any 
given moment. ‘This choice may be all the more difficult given the 
difficulties of diagnosis referred to above. 


zr. The relation between internal financial policies and increasing 
production may also be discussed from another angle. ‘The experts 
consider that on balance the underlying conditions in the world at 
large tend to expansion rather than contraction, and in particular 
they believe that there will be a high level of economic activity in 
the United States in the months which lie ahead. ‘The Economic 
Committee did not attempt to debate the thesis put forward by the 
experts. But it ‘wishes to emphasise the fact, referred to in the 
report, that even mild variations in United States demand for imports 
could have serious consequences for the economies of Western Europe 
in spite of all efforts to maintain internal financial stability by suitable 
monetary measures. For in such a situation, financial weapons alone 
would probably be powerless to correct the resultant disequilibrium 
and measures of a more selective nature might become indispensable. 


12. The Committee has confined itself to certain general 
considerations and did not attempt to deal 'with individual countries. 
Its comments will have served their purpose if they demonstrate 
the close inter-relationship (which was recognised by the experts) 
between the economic problems which confront governments today. 
The report of the experts sheds valuable light on one of the most 
important of those problems — internal financial stability. The 
Committee would underline the experts’ view that “ there are many 
other kinds of policy essential to economic health and progress ” 
and would also underline the need for a flexible monetary policy 
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under continuous scrutiny in the light of changing circumstances. 
In forming their judgments, the experts have based themselves on 
the general objectives and rules of the International Monetary Fund. 
The forthcoming annual report of the O.E.E.C. will provide an 
opportunity for a further examination ot the complex of economic 
problems which confront governments today, within the broader 
framework of the economic .objectives set out in the Ore, 
Convention. 
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COMMENTS BY THE TEMPORARY COMMITTEE 
OF MINISTERS ON THE REPORT ON INTERNAL 
FINANCIAL STABILITY 


1 The Temporary Committee of Ministers appointed in pursuance 
of the Resolution adopted by the Council on 20th March 1952, met 
on 18th July, 1952, and considered the Report submitted to it by 
the Group of independent experts who had been appointed by the 
Executive Committee in order to examine the internal financial 
situation of Member and associated countries. 


a The independent experts devoted their Report to the effects of 
internal financial policies on external economic relations. Among 
the possible instruments for securing internal financial stability, they 
emphasised particularly monetary policy. In doing so, they stated 
that they did not underrate the importance of fiscal policy or of 
direct controls ; but they thought it more opportune at this moment 
to devote particular attention to the monetary instrument. 


me The Committee of Ministers themselves consider that all three 
methods of economic control —- monetary, fiscal or direct — may 
be needed, but that the extent to which each should be used depends 
on the circumstances of the country concerned. 


4. Within the framework of the general policy and purposes of 
the O.E.E.C., the Committee regards the experts’ Report as a most 
helpful contribution to the difficult and urgent problems of internal 
financial stability and considers it a useful basis for action. 


~~ The Committee wishes to draw attention once more to the 
importance of these problems as an immediate objective for Govern- 
ment policy. It is not enough, however, to consider only the internal 
advantages of financial stability. The Committee wishes particularly 
to stress the adverse international effects which may result if countries 
fail to preserve internal financial stability ; financial instability tends 
to spread from one country to other countries and may, in addition, 
lead the original country, in view of the deterioration of its balance 
of payments, to adopt policies which are restrictive on international 
trade. At the same time, the Committee emphasises the dangers 
which disorderly or excessive fluctuations in raw material prices 
involve to the maintenance of internal financial stability. 


6. Attention should also be paid to the problems that arise in 
relation to the maximising of production and employment on the one 
hand and, on the other hand, the effects of applying one rather than 
another means for maintaining internal financial stability. 


“p The Committee proposes to the Council of the O.E.E.C. certain 
action by all Member and associated countries and at a later stage, 
by the Organisation, on the subject of internal financial stability. 


8. The mandate of the independent experts referred only to the 
internal financial situation of Member and associated countries ; the 
relationship between this subject and the balance of payments has 
been dealt with, but not the other factors which affect the balance 
of payments. It should now be the task of the Organisation to 
consider these wider problems. All Member countries look towards 
the relaxation of restrictions on trade and on the convertibility of 
currencies on current account as their goal ; but the ground will 
have to be well prepared before we can advance to it. The Organisa- 
tion should attempt to help secure the conditions which have to be 
satisfied before such an advance can be made. 
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SUMMARY OF THE SECOND REPORT OF THE 
MINISTERIAL COAL PRODUCTION GROUP 


The second Report of the Ministerial Coal Production Group 
re-examines the assessment of the balance between Western European 
coal production and consumption, over the years 1952 and 1953, 
which was made in the First Report of the Group at the end of 
March, and which led to the conclusion that if the prevailing trends 
were maintained, it could be expected that European coal production 
would be sufficient to enable Member countries to dispense with 
exceptional coal imports by 1954. Broadly, that conclusion is re- 
affirmed by the Second Report and, if anything, rather more certainty 
is felt on this occasion than on the last as to the possibility of elimi- 
nating exceptional imports within the period stated. 


Though a balance should be achieved in the tonnage of production 
and consumption, there may remain a shortage of special qualities of 
coal, imports of which may continue to be required from America 
in 1954. 


The new Report gives an account of the production and 
consumption trends during the first half of 1952. The production 
trends in most countries do not show a sufficiently marked improve- 
ment over performance in the first half of 1951 to be certain that 
the targets set in March will all be hit by all the countries concerned, 
but special circumstances, in several countries, have tended to make 
the performance in the first half of 1952 appear relatively small 
compared with 1951, and confidence is felt in the main producing 
countries that in the second half the improvements shown would be 
considerably greater. It is more difficult to assess the consumption 
trend over the first half year owing to lack of figures, but in certain 
countries the picture seems to be of a level of consumption that is 
below, rather than above, that of the first half of 1951, and a reserva- 
tion is expressed in the Report as to the likelihood of the estimates of 
increased consumption made for the Group by the Coal Committee, 
and particularly that of 1952, being realised. 


The following tables show the forward estimates of production, 
output per manshift and the number of underground workers for 1952 
and 1953, in comparison with the previous estimates. 


TABLE I. COAL PRODUCTION 


Million metric tons. 
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A comparison of the forecast and actual increases in production 
shown in columns (3) and (6) show that the United Kingdom, France 
and Belgium are well up to their estimates, bearing in mind that the 
full effect of the measures taken to stimulate production are only 
beginning to be felt and may show greater results in the second half 
of the year. In Germany many Sunday shifts were worked up to the 
end of March 1951 but this was not the case in 1952 with the result 
that the figures do not accurately reflect the increase which has taken 
place in normal working time. ‘This might be corrected as the year 
progresses and the two periods become more truly comparable. 
Similarly in the Netherlands the miners worked unusually long hours 
on Saturdays at the beginning of 1951 which they have not done 
in 1952. In the Saar, social and technical difficulties are at present 
impeding production. 


Tables II and III reveal that the three largest coal producing 
countries are having some success in overcoming the principal diffi- 
culties which they regarded as being the limiting factors to an increase 
in their production. Both the United Kingdom and Western Germany 
have increased the number of men underground, the United Kingdom 
by 14,500 and Western Germany by 5,500 since the beginning of the 
year. France on the other hand was relying on an improvement in 
productivity rather than increased manpower, and output per man- 
shift in the French mines has risen from 1,204 kgs. in the first half of 
1951 to 1,351 kgs. for the first half of 1952. ‘The lower output per 
manshift in the United Kingdom, Belgium and the Netherlands at 


present, as compared with last year, is largely accounted for by the 
large number of recruits which have gone into the mines in the last 
few months. 


TABLE II. OUTPUT PER MANSHIFT (Underground) 


In metric tons. 
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It appears from the tables that, although there has been sub- 
stantial progress over last year, it is doubtful whether the overall 
production targets for 1952 will be achieved. This does not mean 
that the prospects of eliminating abnormal imports are prejudiced, 
but it does point to the need for no relaxation in the production 
effort. This is particularly important because there must remain a 
danger that, even though a balance may be achieved in the tonnage 
of production and consumption, there may remain a shortage of special 
qualities of coal, imports of which may continue to be required 
in 1954. 


TABLE ITI. EMPLOYMENT 


Number of underground workers on books at end of period. 
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It can be said that substantial results have already been obtained 
in some countries from the vigorous implementation of the measures 
recommended in past reports to increase coal production. This, 


coupled with the recent easing of consumers’ demands on the coal 
market, tends to confirm the view that European coal production 
should be sufficient to enable Member countries to dispense with 
exceptional imports by 1954 or even before that date. 


On the other hand, if the O.E.E.C. policy of long term economic 
expansion is to be realised, there is no room for complacency and the 
Group strongly recommend that all countries should continue to 
vigorously implement all measures designed to increase total coal pro- 
duction and continue to seek ways of overcoming the difficulties 
which still exist. 


In view of this situation, the Group feels that there is no need 
in present circumstances for an early meeting of the Group at Minis- 
terial level. On the other hand, in view of possible changes in the 
situation, it recommends that the O.E.E.C. Coal Committee should 
be invited to follow closely the situation, pursue the studies at present 
under consideration and ask the Deputies to arrange for a new 
meeting of the Ministerial Coal Production Group if and when the 
situation so requires. 
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